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Sprint does not believe that unbundling loop elements and

offering such elements to competitors at wholesale rates is a

sufficient basis for relaxing the regulation of (much less

deregulating) LEC interstate access services beyond the measures

discussed in Section II above. Resale alone does not ensure long

term, viable competition, because a reseller is dependent upon

the underlying carrier -- the entity against which it is compet-

ing -- for key facilities. True competition requires the pres-

ence of two or more facilities-based alternative access provid-

ers.

The presence of facilities-based competitors was a key fac-

tor in the Commission's analysis of competition in the interex-

change market. In its order granting AT&T nondominant status,

the Commission noted that: 20

... AT&T faces at least two full-fledged facilities-based
competitors. Both MCI and Sprint have nationwide net
works that are capable of offering most consumers an
alternative choice of services relative to AT&T. In
addition, there is at least one other nationwide facili
ties-based provider (WorldCom, formerly LDDS/WilTel) ,
which primarily serves the business market and could
enter the residential market segment, and dozens of
regional facilities-based carriers. There are also sev
eral hundred small carriers that primarily resell the
capacity of the largest interexchange carriers. We
believe that the significant excess capacity and large
number of long-distance carriers limits any exercise of
market power by AT&T.

Until these conditions are present in the local services market,

deregulation of interexchange access services is not warranted.

20 Motion of AT&T Corp. to be Reclassified as a Non-Dominant
Carrier, Order released October 23, 1995, ~70 (FCC 95-427).
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IV. IT IS PREMATURE TO CONSIDER IMPLEMENTATION OF STREAMLINED
REGULATION FOR INTERSTATE ACCESS SERVICES.

As part of its Phase II analysis, the Commission has pro-

posed to condition streamlining on a showing of actual competi-

tion by the LEC (~127). It further proposed to use the analyti-

cal framework used to streamline AT&T's services as the basis for

relaxing regulation of LEC price cap services (~128).

As an initial matter, Sprint would emphasize that the local

markets both local service and interstate access are

nowhere near the point where streamlined regulation is at all

warranted. As Sprint and other parties demonstrated in previous

filings in CC Docket No. 94-1,21 the LECs retain bottleneck con-

trol over exchange access facilities, and what competition may

exist is minimal. Competitive access providers (CAPs) account

for less than 1% of access revenues; cellular carriers, PCS pro-

viders, and cable and utility companies pose even less of a com-

petitive threat than do CAPs. Even in Nynex's LATA 132 -- which

the Commission has found is one of the most competitive access

markets in the country -- Nynex receives 96% of Sprint's access

dollars, either directly or via CAPs, despite Sprint's policy of

giving as much of its access business to CAPs as they are able to

handle, given service standard and cost considerations. Under

21 See, e.g., Sprint Corp.'s Reply Comments filed June 29, 1994,
pp. 28-29.
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these conditions, there is no justification for granting stream

lined regulatory treatment for any interstate access service.

Sprint would further note that there currently are no mecha

nisms in place for measuring market share, demand responsiveness,

or supply responsiveness in the interstate access market, three

of the factors which the Commission has proposed to use in con

sidering whether to streamline access regulation. The Commission

is only now soliciting comments on proposed reporting require

ments that would apply to companies that provide access to inter

state telecommunications services. 22 Once reporting mechanisms

have been adopted, it will take several data points before any

reasonable analysis of competitive trends can be made. Thus, it

is premature to try to assess whether the three factors proposed

by the Commission (market share, demand and supply responsive

ness) are comprehensive enough, or even whether the requisite

data are available, for the analysis needed here.

As discussed in Section III above, Sprint believes that any

analysis of whether streamlined regulation is warranted should

focus on whether the criteria on a comprehensive competitive

checklist (such as Sprint's "Essential Elements of Local Tele

phone Competition") have been satisfied. Legal and regulatory

barriers to entry and expansion must be eliminated; equitable

interconnection and compensation arrangements must be estab-

22 See TAPS Public Notice, supra n. 16.
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lished; equal access to numbering resources must be available;

universal service support and embedded subsidies must be

resolved; and rational and equitable regulations for both incum

bents and new market entrants must be established, before the

existence of effective and viable competition in the local serv

ices market can be posited.

Sprint agrees with the Commission's tentative conclusion

that market share should be one of the major factors to be con

sidered in determining the level of competition in a given market

for purposes of streamlined regulation (~143). While it is not

at all clear at this point what level of market share erosion

would indicate the need for additional regulatory flexibility for

the provision of interstate access services, Sprint would note

that AT&T was not afforded streamlined regulatory treatment of

its interexchange Basket 3 (business) services until it had lost

approximately half of its share in that market to its competi

tors, which included at least two national, facilities-based

IXCs, numerous regional facilities based IXCs, and hundreds of

resellers.

Once the structural barriers to competition have been

removed, and the presence of actual, facilities-based competition

has been established, it might be reasonable to allow price cap

LECs some additional pricing flexibility in the provision of

interstate access service. For example, LECs' downward pricing

flexibility might be increased to -15% at the service band level;
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certain filings might become effective on shorter notice and with

less cost support; and the ability to target the application of

the productivity offset to baskets or service categories beyond

the RIC and CCLC might be granted.

V. IT IS FRUITLESS AT THIS POINT TO SPECULATE ON THE CONDITIONS
UNDER WHICH NONDOMINANT TREATMENT OF INTERSTATE ACCESS
SERVICES WOULD BE WARRANTED.

The Commission has stated that it would consider aLEC non-

dominant and forbear from price regulation when it is shown to

lack market power (~152). It has thus sought comments on

"whether any LECs are likely to lose market power for any geo-

graphic and product markets in the foreseeable future, and if

not, whether it is premature at this time to adopt rules govern-

ing nondominant local exchange carriers at this time" (~155).

In principle, Sprint agrees that LECs should be eligible for

nondominant regulatory treatment when they no longer have market

power in the provision of interstate access service. However, at

this point, it is fruitless to speculate on when this phase may

be reached, and impossible to identify what specific, measurable

criteria should be adopted to define when this phase has been

reached. There are so many unknown factors which affect the com-

petitive landscape -- RBOC entry into the interexchange market,

the viability of CAPs, and the development of new technologies

such as PCS, to name only a few -- that any attempt to set the

terms under which nondominant regulation of price cap LECs is

warranted is bound to be either too lenient or too harsh. There
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is time for the Commission to reexamine the issue of LEC deregu

lation, and deferral of this issue to a later date is clearly in

the public interest.

VI. CONCLUSION.

As discussed above, the Commission should adopt three meas

ures to rationalize access pricing as part of its Phase I reform:

phase out the CCLC and RIC; allow price cap LECs to implement

zone density pricing even if they do not have operational

expanded interconnection arrangements; and expand zone density

pricing to include the CCLC and local switching elements. The

Commission should also adopt a comprehensive "competitive check

list," such as Sprint's "Essential Elements for Local Telephone

Competition," as a tool for assessing whether barriers to com

petitive entry into the local services market have been removed.

Once the criteria on this checklist have been satisfied, and the

presence of actual, facilities-based competition has been estab

lished, it might be reasonable to allow price cap LECs some addi

tional pricing flexibility in the provision of interstate access

services.
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ESSENTIAL ELEMENTS OF LOCAL TELEPHONE COMPETITION

1. FRANCHISES AND ENTRY REQUIREMENTS

F....I...... or IDeal r8ItJ'k:tions thIt IimK or prohibit competitors from offering I full flnge of local
telephone services Ind regulatory Nquirements that unreuonably rutrict mattet entry must be
abolished. Specifically:

Mq ""UIln fttndtIIM - No film Ihoulcf have In excIUliv. tranchiIe, lcense or certifICate
to provide local telephone 18Moe.

No Nftd to PlOY' Ext_DR"Ma' II! ,tJldtgu'" - No new mlrtet entrant should
have to prove that the incumbent's service is inadequme as I prerequisite to off.r compellng
local t.'ephone service.

No RI,crlmlnfflqn AM1Dlf Ntw M." I'nbnfl - No laws or ,.gulltions should impose
more onerous requirements on new mlrtet entrants thin Ipply to incumbent t.'ephone
companies or disct1min.te '" "'Ilnst new martet entrants. However that does not mean that
new mlrtet entrants should be subject to the lime r8gulltory Nquirements as the incumbent
local telephone company (tel below).

(qu.f Ace... to Rlphts ofW.y - Any exclusive or preferentill t...ltrnent of pole, conduit
and rights-of-wey of the incumbent IocII telephone compeny must be elimlnlted 10 !hit new
entrants have Iccess to those nghts of way on the Slme rites, tenns Ind conditions IS the
incumbent.

No Un",.onlbf. Btqul"mentf for M'mlt Entry - Entry into a ~I tel.phone
rNrk.t should not be artificially restrid.d by unreasonab/. requirements impos.d on
new mark.t .ntrants ('.g., l'IlQuiremtnts to offer flcillties-based service to1~ of I given
geographic 1"'1, excessive perfonnance bonds, ext.nded certification proceues).

Quid Pro Quos .hou1d not Of «Condition of"'mlt Entry - Entry into a local
telephon. marK.t should not be contingent on actions of the incumbent foc:al
t.'ephon. company or unrea50nably delay.d by lengthy, cumbersome regulatory
proce.dings concerned with OkSefin.d, open-end.d issues ('.g .• no local
competition authorized until and unless the incumbent toeal tel.phone company
realigns Its current rates. or no local competition until and unl.ss a compreh.nsiv.
universal s.rvice protection/subsidy replacement plan has been developed, debated
and adopted by ~ulators).

o
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2. INTERCONNECTION & COMPENSATION

lnt.rconnectIon of IocII telephone networb It rusonable rites it crttical to IoCII telephone competition.
Competing networb Ihould be Inlel"C:lOM8C:4ed 10 that CUltomers can ..amleUly receive calls that
.egJnlte on .nother camer's netwolt .nd plaae calls that terminate on another camer's netwolt without
claUng utnI _Its. PIYfng exIrI. or doing .nytNng out OftM ordinary. New maltet .ntrants should be
Int.rconnected with Incumbent providers In I manner that gives them ...mleU intlgrlttlon into and use of
IDeal telephone company signalling .nd Interoffice networU In I manner equiv.lent to that of the
Incumbent local telephone company.

f"Uon'bI' Comptnflfl90 for Call Ttrmfadon - Mutual compenution for call
.nnination should be Nt at a lev.1 that encourages the development of competition and
Interconnection while covering the .1OCiated costs. Compensation Ihould:

Be economically vlabl. - not Nt at a lev.1 that mak.s provision of competing local
.rvic:a uneconomic ('.g., let at a lev.1 great.r than the mark.t price of Iocals.rvice);
8. 'dmlnllltt'atlvely .ffle/.nt ,nd mlnlm/z. e,m.r contllcD - atruetures that are
limpl. and easy to v.rify ('.g., flat rate charg.s):
CrN. Ine.ntlVN tor eom".ut/VI Infrewucturt development - rNIIrd greeter
inv.stment in infrastrudur~ dev.lopm.nt by local tel.phon. company competitors;
Minlm/z. eom".ut/VI di.-tortlon. - not discourage .ntry into all ..gments of the
market;
Not be • ~rce ofun/verN/..rvle. aUN/eIy - should not be designed to produce
contribution, subsid~l, or universal ..rvice support;
Promote competitive InnoVltlon - not tied to .xisting local tel.phone company price
ItNdures 10 al to force new mark.t .ntrants to mimic .xisting pricing stnJdures; and,
Not mirror ex/~ng ,ec... eh'ffJ'. '.Vl/.-compensation based on current access
charges will be uneconomic.

Uniform St.nd.rd••nd Admln1ft!ltlYl lnttrconntctlon - Bas;c netwolt functions must be
proVided In I nationally unifonn manner, and confonn to quality and interoperability Itandards, The
Incumbent must cooperate in oraertng, billing, circuit provisioning, maintenance and ...pair.

Strvlc. UnbundllnR - The incumbent local t.l.phone company's services should refl.ct an
unbundling of s.rvice compon.nts 10 that a new market .ntrant is not forced to purchase
..rvices that it doel not want in order to obtain .ssential t.lecommunications capabilities.
Unbundling should be performed in respons. to a bon. fide Nquest.

Col/oc,t/on - Collocation of faciliti.s to achieve Int.rconnection should reflect two
charact.ristics:

Collocation at ,ggreg.tlon pol",. - coflocation should be made at the local t.'ephone
company's primary aggregation points (e.g., tandems, central offices, serving wire
centers); and,
PIty_c.' or vlrtu.,- collocation cen either be physical collocation or virtual collocation
that it economJcalty and technically equivalent to physical collocation from the
perspective of the Interconnec::tor.
o
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3. NUMBERING RESOURCE ISSUES

Nonodilcriminatory 8CCIII to numbettng~ II crtticIl. The following numbering rasource
........ Cl'ltiC8I:

'£Uff CO Tt1tphont Hum"'" - New ...trantllhould have non-diacrimin8tory
access to sufficient bIoc:b of .lephone numbers (I.•.• eccess to NXXs) to off.r ..rvice.

• mbtC ,."."lItcy- Customers must be ebI. to ch8nge ..rvice providers .nd ret8in the
.me IocIf ""phone number 8t the .me IoeItion (ltf'Vlce provider number portability) without
...\ling to dl8f exn digits or be burdened by -apeeiIr actions in order to .chiev. number
portebillty. Interim number poIt8biflty mech8ni1m1.lUch ....mot. ClIff f0f'W8rding, .....n
Inferior fonn of number portability that ImpIlrs a new mlrtet entrant's service••nd such
ImpIlrmem should be ...fleeted in i1teroonnection ch8rges.

A,etp fp met 'n"Ullon In PA, URI. MH, 100 IDCf oetttc QlCtbU" met Ttltpbon'
DICICfprfg - Competitive IocII service providers should be allowed to have their customers'
te'ephon. numbers Included in t.'ephone dlrectOl1es, directory ISIIUnce, UDS, AtN, 800 and
other ditlbases and hive access to such NSOurces equal In price, functionafity and quality as
do incumbent IocII t.,.phork I)rOviders.

~£C'H CO '1,. TBS tnd LO£" Opt.,Srryle" - Competitive local s.rvice
providers should have access to 911. raray I.rvices and optl"ltor lervices provided by
the incumbent local tel.phone company on the sam. t.rms and condition••• enjoyed
by the incumbent local telephone company.

Numbtr AdmlnlfftJt/oa - Numbering policy must be broadly developed and
administered in • competitively neutral m.nner. The local exchange camer must not
be able to control the administl"ltion and assignment of numbering resources. NPA
assignments must be handl.d in a neutral and non-discriminatory manner.

o



...

£~ntiil Elements of Local Competition
Page" ofS

, •• UrIV!ItIAL IIfMCIIIIIIlOItT & EMIIEa!I)1'..-,

Conwtfffon MdUnlvtrHl StryfCl. LocII lervlce competition .nhances universal
...-vice. CompetItion for ecctII lervioel and competition In the local service martel rnay well
IIimuIIIe the dtYelopmtnt of new products. ltimutat. demand and produce higher revenues
..,Nmings for the IncIImbent local t.1ephone compIny just IS competition In the interLATA
ling....marut did for AT&T.

..............Shoutd bt rllnlftloatCt Any. In order to encourage
_ldent competition in all mertet segments. It is impoltent to "iminete
uneconornIcInonv. subsidies embedded in -..communicatiOns pricing
IIructurU over a rusoneble transition period (e.g.. Nduce aocess charges that are priced
IUbltanUally above COlts and l"Ii1e thole rat.. that Irt IUbltantiaUy below costs.)

.EID'I£lf.lKbIldl.,. Subsidi.s to pres.rv. universal ..rvice should have the following
chanleteriStics:

Explicitly kMntJfled. If subsidies are required. they should be explicitly identified
rather th.n embedded in various prices;

N.....,edTalf/flflng. If lubsidies .... requl...d, they should be needs based
either on • showing of low incom. by consum.rs or bas.d on ..rvice to high cost
.....s;

Broad-Ba.ed Support. If subsidies .re required, all telecommuniCations ..rvice
providers should contribute to such lubsidie. in a competitively neutral manner
b.sed on their telecommunications revenues net of payments to intermediaries;

Neutral Admlnlltrdon. Collection and distribution of subsidies should be done
by a neutral administrator;

Only"./e " ••Identlal Te/ephon. Service Subfldlzed. Only basic ..sldential
telephone services should be subsidized. limited to (1) lingle party local Hrvice,
(2) access to touch tone dl.ling. (3) access to carriers of choice. (4) access to
operator services; .nd. (5) access to emergency (911) services.

Com".,..,. Acce.. to Subfldle.. If lubsidles are required. then all competitive
local telephone ..rvlce providers Ihould have the opportunity to receive luch
sublldies when ,,'eded by .n eligible customer.
o
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---R1f'trtatIIl tflwllllon ofI"9IItIPbtDfl ,odNfW ,.,.""EIJftI""· As long IS there is
not Plrtty in the marUtplace, ... Ihould not be parity in .-gulalion. Regulation of local
....phone provIderslhoutd be a function of Nrtet power _ well _ the Incumbent 'elephone
oompanY'S ability to IIV8I1lge II control of _ntial facilities. As long IS the Incumbent local
....phone provider poueaes IUbltantialf)' mort martet power thin new martlt ennnts, It is
lIPP"OPMte to IUbject the InaImbent to gmter Ngulatory oversight.

Illmlt!fflOQ of"'"...""/dpn. TradttionaJ rate-bue ~ulationshould be
abandoned and replaced with appropriately designed price and ..rvIce ~ulation to
provide the appropriate incentives .. competition emerge•. Traditional rate-bas., rate
of retum ~ulation creates a regulatory Jftdisposition to avoid actions that could
affect the incumbenfs ...venuell..mings ('.g., rules that prohibit competitive entry
into local telephone mark,-) and ...k out mechanisms to en.ure ...venue neutrality
for the incumbent (e.g., -make whole- compensation mechanisms'ln intrILATA toll markets to
recover competitive revenue loINs). Tnlditional me-base .-gulltion allo contributes to
uneconomic infrutru~ure in\lMtment Incentives and discourages afficient pricing and cost
r8duetions. Instead. appropn...1~Iy Ityted pt1ce and service .-guiatiOn, with pricing rules to
....nsition mes to rnor. efficient levels, enables local telephone companies to respond to
emerging competition, and prevents Cl"DlS-sublidization andabull of marbt power.

ImPutlt/on In determining the price floor for their cOmpetitive services, Incumbent IocII
telephone companies should impute In the aggregate the same charges for essential network
..rviees and fun~onallty IS are paid by their competitors to them for the same services and
functionality plus the costs of other services and fun~onalities actually used by the Incumbent
telephone company.

Bu,', & Sh,ring. Telecommunications Hrvices and functions .hould be provided
without any ...strictions on .....1. and .haring, provid.d that .....1. is of the sam.
dass of urvice ('.Q., should not be able to repackage and resell local residentialserviees as
business .rvices).

Provld., of'.It B"ort In a competitive market, there is no provid.r of last resort,
only competitors, all s..king to provide services to custom.rs. Becaus. incumbent
local t.lephon. companies typically have univ.rsal coverag., ev.n though comp.titors
a,.. ,ntering the market, Ngul8torl1hould continu, to restrict incumbent telephone
companies from exiting markets or market segments until competitive alternatives
btcornt available (I.•.• being the carrier of last ....ort). However, Nstrictions on
market exit should diminish .s compttition develops.
o
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